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: By JM Dmvxu.\u. S
Stall chorter of mw.nl.s'rurr.lommw
-1t the law firm of Williams & Connolly,
has its way, there could be sigmificant™
changes in how the accounting professmn
conducts its business. - .

‘I suit filed in federal ‘district court. in
Washington that’ attempts to fix the blame. g
for a: Bahamian bank -eellapse, Williams 8&‘-
Connolly:: argues- that -Price Waterhouse &
Cozthe~nation” sxlargesrueonnnng ﬁrm.]J

’ wmﬁw‘?ﬂ «Water-m
hmnesmamta.m. thar eachof them-gamza.»f
tion's affiliate of.ﬁcwls“independent.‘.’.'.But*
Wﬂnmv&.-(?mno «-has.: istarted ’
chipping away: at’; “that-defense-; & 'federal
judge has ruled:thatSsecret: ¥audit standard
reviews,':;Price: Waterbouse's. inte

dits'of- its’a.fmiates*'nmstbemmedf ver.

countmv concerns - argued unsuccessfully-
thax;d:isclosure of the reports would practi-
cally :destroy the ;effectiveness- of the ac-
counting profession.. They say they haven’:
dec:ded whether to appeal: .

 Meanwhile, there are-indications that an-
accountant for Price’ Waterhouse's- Baha-

Smt Promptedb

d

T mpma A
Anorneys for fives of“ther Blg Eight ac-' .

mian affiliate may-have -had: connections-

Wa.terhwse denies any involvement. _
; I the court battle, Wiiams & eroﬁy
repments the liquidators ot Mercantile
‘Bank- & Trust.Co.,; Freeport; the:Bahamas.’
In 1973, :3; two-thxrds imterest” in=Mercantile<
s Was+ ational Bank of
' Washington; a dxversiﬁed‘homngoanmmﬁ
* International; bought i&stzk&::onrm
-tile’s - largest s ~a--Panamaniam
_concern controlled by-E Gordon- Mosvoid, a-

- “Aceording to docmentzﬁietmmmr
-andifors forglntematmml -discovered in 1976 |
that practically alt of: ’dercannles assetx’
mostly outstandmg bans) were "Iargely
+ Price- Waxerhmse’s' Freeport ofﬁcerha&
b been Mercantile's ouatside-anditor since the’
bank was formed in 1962 Shortly after the
discovery by Internatieal’s auditors, Price:
Waterhouse withdrew its-unqualified opmxon
| of Mercantile’s financial statemnents, accord—
ing to Price Waterhouse docurments, In 1971.
court records in the Bahamas show, the Ba-

with the Central Intelligence~-Agency: Pnce .

famﬂyp?
“I.argely ‘Worthless” Foans +: % T'5: ]

hamian government suspended Mercantile’s
. license and put the bank into liquidation-...ix

~
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*"As a tesult of Mercannle s insolvency, In-
temanonal says it sustained about $9 million
in damages, $5.7 million of which was
charged -against previous years’ earnings.
International .sued Price Waterhouse and
Mercantile’s previous owners: and dxrectors.
acmsmv them of fraud.

. Later, Mercantile’s uqmdators in the Ba-
hamas filed a similar suit in federal court in
Washmgton.;The hqmdators. "Dennis Cross’
“and ‘David . Hamilton (who are accountants:

JaneJassm office. of . Peat, Marwick,

i +&:Co.); - also” anege that Interna-
nonal was part of the’ conspxracy, Int.ema.y

R o t, :
’ca.ntﬂe S: problems ‘began:when Mr.-Mosvold.
!and:others caused the: .bank:to.lend several’
, million  dollars” torumdennhed “Amenca.n
B " fOF .. Stock-market: " purchases.:
ntﬂe called the loans due after

, the suit says Mer-
t cantile officials created shell companies to
"“buy’- the loans. The practice allegedly con-
tinued: until- ‘International’s auditors uncov—
“eredit: Ahqu.dators report in: August 1977°
'said-Mercaitile’s liabilities: were- 527 5 mil<
lion~and!its - assets ‘were'$25.1 ‘million, of
which'§20.7 mllhon consisted -of . a.llegec}

'7. The' suit* -also’ contends;that Pnce:Wa er-
house s Freeport ‘oftice-declared Mercantile.
.to be-*'sound?’ after its usual audit and after.
‘a’t‘special’”’audit in 1977 in- connecnon with’
‘the:sale to’ International..The accounting of-
ﬁcee acnons were"“clearly teckless, wan-

misconduct;’ the sult charges.

e In' response,. Pncer-Waterhouse s New |
“York. headquarters..says [ all .Price: Water-]
heuse' affiliates are “mdependent" ba.rhxerm
.and the ‘accounting firm **has no responsibil-"
1ty for any.of the acts’ of its Bahamian af-
fillate. Lawyers. for: thehqmdators hope to -
show, however, that Price Waterhouse is “a-
single-international ' business entity.””. They -
cite a Price Waterhouse recruiting brochure ¢
‘that:describes. the firm.as'}'a global organi- |
Zahon." TR0 LB 1 *""!‘*‘W’S t{ 4
7 The liquidators- also:aré-press
;am Price Waterhouse’s ““audit standard re-,
rviews’".of . the- Bahamian .affiliate -prepared
‘in 1971, 1974 and 1976. Price Waterhouse offi- |
.cials-in- New York describe the reviews as]|
‘internal audits conducted periodically to in-
Sure * comphance vnth policnes a.nd stan

’Pnce Waterhouse marshalled the sup~4 -

porﬁeof 'four), other::Big. Eight - accounting
ﬁrms and.f some former, Securities’ and Ex-,

y Failure of Baha""”f“’}Bank |

Puts Accountmg Industry PreiCtlce onTrial *

S e ik G ST
confidential reports, according to atfidavits
filed in court, would be- “mxsch.et“ at best
and, at worst,, “would break down’ the ac-
counting process “‘arcund the world,” thus
becoming detnmenta.l to -‘the public inter
&..”‘ A2 . DTV
P Among ;t.hos&supportmg this arﬂument

el Peat;. . Marwick, | Mitchell “&* Co.;
Touche Ross & .Co:;-Arthur Young &:Co.;:
Ermst & Whmney, and Jokn C. Burto fur-
mer chief dccountant for.the SEC.:»
%K federal‘judge in Washington who stud-
led the affidavits and listened to the argu-.
ments -recently - decided. they:were. *'self-
serving.’. He.ordered Price Waterhouse- to
turn; over. the- contested reports:to lehams
& Connolly:!lawyers for the liquidators..: """
~=Jirits defense,’ Price’ Waterhouse- argued
strennously that the-reviews don’t“mention
Vlercantxle in any- ‘way'”" anidon‘.t«‘.contm_q
, axw ‘evaluation of the Mercantile audits.”; ,“’1
. Why?: Price: .Waterbouse won't elaborate
But a former CIA official says; ‘‘certain pers,
sons'" were s under: orders’. _to: make “sure-
“oumders" didn't get‘access to-Mercantile's
-books.' If they“poked aronnd, he says, -they

LY Y

cormnumty.* PR B : N\
-The oiﬁmai says ‘vlercantxle ‘hady per-

! formed ‘somé functions”. for the ClA'before-

International purchased control of thebank.;

*could unravei-a trn..l 0 the mtemgepce‘ :

He- dechnes-vto say«what those~functxons»
were. e :
The ot?-cxal also says E R. F‘maland the
senior - .managing partner ‘of : Prico Water-f
house’s” Freeport oftice -until ‘1970, was the:
person the' CIA® dealt with. -!‘Mercantile’s’

i andled g the former"

- ..ip

i Ater » leavmg Price? Waterhouse M.r{
-'Fingiand' becarne*a: director of 'Mercantile.!
The liquidators” lawsuit alleges thaLduﬁnO’
;harurre -Mr:-Fingland - ~‘actively” partici;
vpated in-the accounting firm's’ busmess.,ln\
‘court filings;"Mr-Fingland and Price W tér‘
house have denied any. wrongdoing.-»:/- 3+ i
7 “According to severa.l mtelhgence-comm -
nity sources, ~M1e=rcantile was a frequentrc

. portedlynsedtolaundermoney B

Afficiale Walaaca nf tha

 duit for. CIA.monéy.. mostly in the 1960s: but
-2iso -until . several ~months. before -Interna-
tional’s purchase.pFrom its’ mception in 1962,
1mul its collapse in;1977, Mercantile.shared
'most “commons dxrectors and - shareholders
and had transactions with- Castle .Bank &
Trust Co., a Nassau bank that is defunct. As
reported earlier in_this- newspaper, Castle
was controlled by.the CIA. The same groip
of directors and shareholders operated three
other Caribbean’ banks,.which the.. CIA re-
i

A CIA:spokesman: says his aaency never
comments on such allegations.? s/ 5
Lawyers for the-liquidators: say they plan

a suit against: the 'CIA because the ‘agency
hasn't released documents’ about Mercantﬂel
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